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THE WHITE HOUSE 

WASH I NGTON 


July 5, 1985 


|| MEMORANDUM FOR THE ECONOMIC POLICY COUNCIL 

j| . 

ij FROM: ROGER B. PORTER 

SUBJECT: Textile Correspondence 

i 

Secretary Baker has asked that I send you a copy of the 
letter he received from 175 members of the House of Represen- 

tatives regarding the Textile and Apparel Trade Enforcement 
!l Act. 

'I 
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Executive Registry 
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Attachment 
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S-JlXQt. 


Congress of tfjc ®mteb States 

Sou tfe of Hepretfentattoetf 

Watffjmgton, 2BC 20515 


Honorable James A. Baker, 
Chairman Pro Tempore 
Economic Policy Council 
Department of the Treasury 
Washington, D.C. 

Dear Jim: 


III 


H R 156? US ^iJ a £ e ®“ epti ° n uith y° ur letter of June 19, 1985, in opposition to 
' * textile and Apparel Trade Enforcement Act of 1985. The jobs of 

a million U.S. workers are at stake. ^ 

■ * T u S passage of this timely legislation is essential if the United States 

U 11 22 tim° m :r L f - ber ’ te - tile and apparel indus ^ in tha next ten y^rs. 
»ff»or h - h i the Administration faces reality with respect to the devastating 

rh f la ptS are havin g on the American economy. Despite the measures which 

doors and S ^h atl0n i haS tak - n ’ irap ° rtS have doubled, 250 plants have closed their 

decades Over WO ^ Xti ^ e industr y is at its lowest point in several 

decades . Over 100,000 3 obs have been lost in the last year alone. 

. . You ex P r essed your concern about the domestic consumer. If we persist in 
whn 1 wnT ay domestic Production to plants overseas, it is domestic consumers 
pa y e price. Historically, price increases of domestic textiles and 
apparel have been around 50% of the U.S. inflation rate due to the competition 
among U.S. textile and apparel producers. Before long we will not have a domestic 
industry and we will be depending on foreign sources for all our needs HR 1 RK 9 
as introduced, would allow foreign sources 38% of our market plus annual growth! ’ 

Should we continue to depend on strictly foreign sources, we will most likelv 
see a repeat of the situation where the last U.S. velveteen producer was forced 

fahrl° S h nn° r ” wlthln hours the foreign producers raised their prices for the 

have to dene' A *** ****’ ““ th<2 American “burner win? What will happen when we 

have to depend on overseas sources for all our goods? PF 

to the a vro^H° U f C !w ’ i nC -’ a recent analysis, showed that limiting import growth 

anYwLfdTvoifm ; ^rsTe^ctl wMch wut re^uU^f 2 ^ °" ^ le4lS 
continues. As you Ly recall, 

Of rh! e M?! int A in K tha - the leg tslation is completely consistent with the objectives 
of the MFA and that it would mandate actions very similar to those taken Jiu,..,,, 

suonV Eur ° pean Comrnunit y several years ago. The EEC cut-back trade from major 7 
suppliers, set up low growth rates and a global approach on imports Those actions 
were accepted and in fact, the MFA itself was modified through a 0^10=0^ ^ under! 
anding to specifically permit the kinds of actions taken by the EEC. 
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Honorable Jim Baker 
Page Two 
June 25, 1985 


Reality dictates that strong action be taken, 
that action. 


Sincerely, 


We are prepared to take 




msi 
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Answers to the Administration’s Fact Sheet 
on Impl ications of the Textile Quota Bill 

refprinrp P tn S1ng H k R * and s * 680 * the Administration has made 

texuu'and apparei’ e c r o^plex] n9S U d ° ne t0 he1p the U ‘ S ’ fiber ' 

t a actlons have been ineffective and clearly insufficient 

ndeed, they are the reason this legislation has been introduced. 

Administration's Act ions to Help the U.S. Industry 

forceJu?lv d ?i n i^ rat i 0 ;- Cla1n,S that U has acted consistently and 
f . t . y o protect firms and workers from disruptive imports The 

proJided°rn°a^n^l Se ‘ ™ e . a 9 reement negotiated in 1983 with China 
negoimed in ? 9 fi? ^ uotas ° f »»•! Percent. Agreements 

rnntr /,1 1982 W1th Hong Kong. Korea and Taiwan were supposed to 

frnm ?L! h tS t0 one to tw0 P er cent annually, but since 1982 imports 

lere oemi tl7t^° Un , tneS . inCreaSed . 40 P ercent Other major suppliers 
... P . . d tremendous increases in their shipments to the U S For 

Wrelsed 54 percenS aS the C PMr d ?13 P ^ Cent jusb since 1983 : India has 

thp rocni* h a pe [ Cent * th Philippines 32 percent; and Brazil 51 percent 
Industry since ^.° Ver 3 ° 0 * 00 ° ^ j ° bS ,0St in the textile/a^pareY ' 

0 The Administration claims that in order to Dermit the inriric+t-t/ 

300 P quotas^ Ir^c^rectlhVaoo "T^ °J m0r e than 

should be helnfni ** 300 new quotas have been imposed and 

SST.lSSJ.’r!; 

until^ 1 imnortc n h haS ’• many CaSeS delayed for months putting on quotas 
mport S wh I k ."IT t0 tremendously high levels, thusensu?ing an 
ion ranrt?rf!l»e h i h l y dlsru P tlv e- Second, there are currently over 
o“ e Se emM a ^’' C „ h meet the market d ^ruption criK set 
failed to act Th«! H 83 an "?|; nceme nt on which the Administration has 
yards o^imports 9 candidates represent about 500 million squa 


re 


0 The Administration claims that the new textile rule* nf 
^ a " a i? r j Ct ° n r Pr ° 9ram - The AdmSration is cor^c 9 ! iT 11 
diffic 9 un! buJ this e win ha $ ve HuilV 111 make J e9al quota evaslon more 

problem. These nw rules will c^h nnL^ ’ mpaCt °!! the 0Vera11 im P° n 

““n, ri ;?ans? e ^ TF coun try U but uses* m^uo^TVnew 

imoact nn tr-aw •* Production back to the original country with the 

pr£ en t t°p ra t c r ?? c e es e I?Ld 1 a n r a ‘ The PUleS are basl ' ca,1 > ^ed to 
H ent practices aimed at circumventing quotas. 


ii (over) 
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- 2 - 

Arrangement m (MFA) ^ ^198 1' another t t! t hf tre U^ t * 1e [! ed the 

Hong Kong, Korea and Taiwan in 198?* 9 Thi* 6d UP atera1 agreements with 


~ s ~ w * ,r; a* 

!u ,! ai * an * However, in order to get tighter limits , 
icts the Administration y !^ ,gnter ' lni1ts < 


“;h;,b£ =■ = kW° - ‘MK.- 

» pssssruhzs Ux »r n;r T» :: - s 

since 1981. ^ these three countries of 40 percent 

J..,!. 1 !?."™:;:;*"”,;!;!' 1 '"*>«» wo. -< •" r m 

Commerce Major Shippers Reoor? for J “ er 3-° ta ’ The De P a rtment of 

^%’^S-ntries ZV^yVel^ 

provided SJ"JSlf«5el v^ti^S *5*7^°™’ tar1ff Potion is 

rounds because, upon advice of the int dur ’ 1 ! 19 multilateral negotiating 

industry was found to be severely ii^rt"* 110 "? V rade Coran1ss1 'on. the 
rates reflect the judgment of the !f! 1 ’’['Pacted. The current high 
when imports were lesf^en Lf5 International Trade Commission (1TC) 

increased import plnetratton oi thl lU.f 7 y are t0day ‘ After ^e 

almost certainly recormend few or no tl^i r? “cutf arS F?nf 1 1^ 0 h° Uld t0day 
the overvalued dollar, these tariffs C i * ^ lnall >* because of 

protection tie, d,o m "VltT^S.* ‘ C "°" 

traoe“K„"Jo" Tu;?m ,r, ;t,“ rr !r •" 1™» oott.clot to 

prohibit all or most irrmorts vain! 1 re< ? ui * remen ts which 

100 percent or morfa rewound In mant o? th^^ a " d tariff rates of 
textiles and apparel to the U.S ^ major coun tries supplying 
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U.S. Market Conditions 


-3- 


a-sy-s ^ s- “!r2Tff~’ 

iliSiPss. 

decline was renter.? „ ' Jt I s * 50 of interest that the import 
were 1 up fromlasTyear • nd 1 f ,br c -. Throu 9h April, apparel imports 

invlnlfries in the ofoelile anal ,ne ’? im P°r ts is related to high 
analyses indicate that in th. fi‘V S u " 1sh domestic market. Recent 

ss.’K'ys- 

s.rs: .. 

100 percent from 5 bilfion square yards to'Vbi ll’ion! mPOr ‘ S 1ncreased by 
Effect on Consumers 

w°ith passage^o^this'leoisfation*"^ f° nSU ?T S *° Uld pa > hi 9 her P"ces 

is theoretical and compfetely 'at 'odds ‘with ‘th. T*,* 14 * illio " a * ear * 

analysis by Data Resources Inr inori r? * h results of econometric 

billion estimate was made 'b^ i 'i ^noin iha^heTs ^ ^ ? 14 
million job opportunities beca^P If tJ! that the U.S. has lost one 

equates to a $40 billion loss in gross S' pS WhiCh 

growth in imports^in wipincTout most of^thlV^ t- 11 d0eS " ot paSS ’ the 
production by 1990, will: ^ ^ omestlc apparel chain of 

0 ?J7?£ i'2 e T^l 0yme !] t for 1 -890.000 Americans. 947.000 

943 OOo‘i£ nth *"• ^ PPare1 industries a nd another 
effect 0 th industries because of the ripple 

Increase the federal budget deficit by $24 billion 

ower consumer disposable income by $19 billion 
Lower GNP by $40 billion. oimon. 

Haire a minimal effect on price levels. 


0 

0 

0 

0 


■ rathe^tha^in e^ctinj U.^ COnSUmer ,S 1n N0T P assin 9 the legislate 

S addi ti^ona^windf a fl ‘profits 1 of .touVttlffl^* SUPp1iers *° Uld reap 

However, nn pvni a r.=, + ? , ou ^ billion because of Quotas. 
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• pred1ctVr b rthe i Ad^„?s h ^a?1on C %% 0 rH1 t rbnT%ren^ r1Se h 3S 

been r iess 0 than rl u e s 1n infla S tio in d0,nes ^ c textiles and apparel hawlHays 

i.portswe^eatie;e, f , le 9 r n th r a a U e a V re n ^ ^4 

. " iy insiae tne U.5. as they have outside thp U ^ Tho m c + „ 
industry Is currently operating at 77 percent of ca P acUy. S - t6Xtlle 

domestic aooa re? jif if difference in retail prices of imported vs. 

reason consumers'are not now"'bpnpf't- aCe f 00 ! m P° rts b -7 retailers are the 
textiles 1 — benefltln 9 from imported apparel and 

M arginal Effect on P roduction and Employment. 

svs&yp 4i# B F 

the short space of'five years^in’dinn^ 1116 a ?f ap P a r el employment in 
levels. ^ s wi 1 1 drop by more than half from current 

unemp loymen t ”0 f ^ 1 P r ° db ?^°" a ^.e">ployment are not small and 
famine pass \£ bill! 0 " ’ S 9 V6ry p "‘* tb for 

Retaliation Against U.S. Exports 

an? 

growth^ irCforei^"*" 1 ^ a'n^hiaYa^a TsTt 17 

gn pro action capability and the overvalued dollar. 

The China Situation 

agricuUura^produc trover iheTasf'sil'^^ 110 " ° f most ma J° r 

reduced China's need for Imports including gS th,S ha$ 9reatly 
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China-Production and Imports of Key Agricultural Commodities 
(KH Metric Tons - Except Cotton) 


Hheat imiM 

Production 55 20 

c /"-Ports 13.-80 

Soybeans 

Production 7.94 

Imports 0.54 

Coarse Grains 

Production 81 00 

Imports 0 99 

Cotton (MM Bales) 

Production 12.40 

!mports 3.*60 


1 83/ 1 84 

81.40 

10.00 

9.30 

0.00 

85.00 

0.50 

21.30 

0.20 


2 Change 

472 

-282 

172 

-1002 

52 

-50% 

722 
-942 


higher techno logy ^ 

compe P m, U o C n n ?n 900dS U 1 S ! ng ? xp0rt 0r Production P su b ;id?es y U s!" C0Untne 
these developments ! CU products as wel1 as in aircraft reflects 

S'the" Mu I ti-f i ber'lrrannpmpnt r ^Mp7 ^ tS *" the HFA a " d U ' S - Motion 


Lsis^[ e wUh%he nd obje P cUves Tr o? e tl nf r^^ Adt ° f 1985 is 

are to prevent market rii.mr.tL t 5 e Mul ^ lflber Arrangement (MFA) which 
country expats The 2ct f0r growth of developing 

ln the U.S P market because of Jhe a u e o^nrn W,d V pread disrup?ion 
provisions of the MFA. ailure to enforce adequately the 

the European ^Community 3 (EC )? HT bacV^d^f take " ln 1977 by 

imposed very low growth rates and .LL 5 trade from major suppliers, 
key imports. When the EC took those anting 3 9 ° bal conce Pt to control 
any claims made that the EC acteS inrn« ^ ° ne retal1ated » nor were 

iTrSng 

similar approach could be taken SyThe Adminisi^tion' 6 " ^ the EC ’ A 

provisions'in^each' for'an Sv^e™-^" 0 * be ‘“rogated. There are 
also consult with each count™ na t:’ on . The Administration could 

bill. The MFA expires inlu "Jgsl llt'iS.t ’ ° nS mandated *" the 
participate in a renewa ^ 86 the U - s - decides not to 

the bilateral agreement countries e the’b l^n 0 ™ 6 -!! 0011 ; However - 1n 22 of 
trade of 15 percent in 19fiF anH^’c 6 b 1 Prides for an increase in 

(except for certain sensitive categories) AH^the 0 "*- there after 
for re-negotiating agreements before thow. • °’ there is a precedent 
with Hong Kong. Koref and Taiw^ * P1re ’ 35 1n 1979 and 1980 
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